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allocation by the end of the calendar 
year, and 

(ii) The producer refuses a request 
from the Departments to relinquish 
that portion of its allocation which 
they conclude will not be used; or 

(2) A producer fails to satisfy or ful-
fill any term, condition or representa-
tion, whether undertaken by itself or 
prescribed by the Departments, upon 
which receipt of allocation has been 
predicated or upon which the Depart-
ments have relied in connection with 
the sale or transfer of a business to-
gether with its allocation; or 

(3) A producer, in the judgment of the 
Secretaries, has failed to make a mean-
ingful contribution to the territory for 
a period of two or more consecutive 
calendar years, when compared with 
the performance of the duty-free watch 
assembly industry in the territory as a 
whole. This comparison shall include 
the producer’s quantitative use of its 
allocations, amount of direct labor em-
ployed in the assembly of watches and 
watch movements, and the net amount 
of corporate income taxes paid to the 
government of the territory. If the pro-
ducer fails to satisfy the Secretaries as 
to why such action should not be 
taken, the firm’s allocation shall be re-
duced or cancelled, whichever is appro-
priate under the show-cause order. The 
eligibility of a firm whose allocation 
has been cancelled to receive further 
allocations may also be terminated. 

(b) The Secretaries may also issue a 
show-cause order to reduce or cancel a 
producer’s allocation or production in-
centive certificate (see § 303.12, below), 
as appropriate, or to declare the pro-
ducer ineligible to receive an alloca-
tion or certificate if it violates any 
regulation in this part, uses a form, li-
cense, permit, or certificate in an un-
authorized manner, or fails to provide 
information or data required by these 
regulations or requested by the Secre-
taries or their delegates in the per-
formance of their responsibilities. 

(c) If a firm’s allocation is reduced or 
cancelled, or if a firm voluntarily re-
linquishes a part of its allocation, the 
Secretaries may: 

(1) Reallocate the allocation involved 
among the remaining producers in a 
manner best suited to contribute to the 
economy of the territory; 

(2) Reallocate the allocation or part 
thereof to a new entrant applicant; or 

(3) Do neither of the above if deemed 
in the best interest of the territories 
and the established industry. 

[49 FR 17740, Apr. 25, 1984, as amended at 61 
FR 55885, Oct. 31, 1996] 

§ 303.9 Restrictions on the transfer of 
duty-exemptions. 

(a) The sale or transfer of a duty-ex-
emption from one firm to another shall 
not be permitted. 

(b) The sale or transfer of a business 
together with its duty-exemption shall 
be permitted with prior written notifi-
cation to the Departments. Such noti-
fication shall be accompanied by cer-
tifications and representations, as ap-
propriate, that: 

(1) If the transferee is a subsidiary of 
or in any way affiliated with any other 
company engaged in the production of 
watch movements components being 
offered for sale to any territorial pro-
ducer, the related company or compa-
nies will continue to offer such watch 
and watch movement components on 
equal terms and conditions to all will-
ing buyers and shall not engage in any 
practice, in regard to the sale of com-
ponents, that competitively disadvan-
tages the non-affiliated territorial pro-
ducers vis-a-vis the territorial sub-
sidiary; 

(2) The sale or transfer price for the 
business together with its duty-exemp-
tion does not include the capitalization 
of the duty-exemption per se; 

(3) The transferee is neither directly 
or indirectly affiliated with any other 
territorial duty-exemption holder in 
any territory; 

(4) The transferee will not modify the 
watch assembly operations of the duty- 
exemption firm in a manner that will 
significantly diminish its economic 
contributions to the territory. 

(c) At the request of the Depart-
ments, the transferee shall permit rep-
resentatives of the Departments to in-
spect whatever records are necessary 
to establish to their satisfaction that 
the certifications and representations 
contained in paragraph (b) of this sec-
tion have been or are being met. 

(d) Any transferee who is either un-
willing or unable to make the certifi-
cations and representations specified in 
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paragraph (b) of this section shall se-
cure the Departments’ approval in ad-
vance of the sale or transfer of the 
business together with its duty-exemp-
tion. The request for approval shall 
specify which of the certifications 
specified in paragraph (b) of this sec-
tion the firm is unable or unwilling to 
make, and give reasons why such fact 
should not constitute a basis for the 
Departments’ disapproval of the sale or 
transfer. 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 43568, Oct. 28, 1985] 

§§ 303.10–303.11 [Reserved] 

§ 303.12 Issuance and use of produc-
tion incentive certificates. 

(a) Issuance of certificates. (1) The 
total annual amount of the Certificate 
of Entitlement, Form ITA–360, may be 
divided and issued on a biannual basis. 
The first portion of the total annual 
certificate amount will be based on re-
ported duty-free shipments and cred-
itable wages paid during the first six 
months of the calendar year, using the 
formula in § 303.14(c). The Departments 
require the receipt of the data by July 
31 for each producer who wishes to re-
ceive an interim duty refund certifi-
cate. The interim duty refund certifi-
cate will be issued on or before August 
31 of the same calendar year in which 
the wages were earned unless the De-
partments have unresolved questions. 
The process of determining the total 
annual amount of the duty refund will 
remain the same. The completed an-
nual application (Form ITA–334P) shall 
be received by the Departments on or 
before January 31 and the annual 
verification of data and the calculation 
of each producer’s total annual duty 
refund, based on the verified data, will 
continue to take place in February. 
Once the calculations for each pro-
ducer’s duty refund has been com-
pleted, the portion of the duty refund 
that has already been issued to each 
producer will be deducted from the 
total amount of each producer’s annual 
duty refund amount. The duty refund 
certificate will continue to be issued 
by March 1 unless the Departments 
have unresolved questions. 

(2) Certificates shall not be issued to 
more than one company in the terri-

tories owned or controlled by the same 
corporate entity. 

(b) Securities and handling of certifi-
cates. (1) Certificate holders are respon-
sible for the security of the certifi-
cates. The certificates shall be kept at 
the territorial address of the insular 
producer or at another location having 
the advance approval of the Depart-
ments. 

(2) All refund requests made pursuant 
to the certificates shall be entered on 
the reverse side of the certificate. 

(3) Certificates shall be returned by 
registered, certified or express carrier 
mail to the Departments when: 

(i) A refund is requested which ex-
hausts the entitlement on the face of 
the certificate, 

(ii) The certificate expires, or 
(iii) The Departments request their 

return with good cause. 
(4) Certificate entitlements may be 

transferred according to the procedures 
described in (c) of this section. 

(c) The use and transfer of certificate 
entitlements. (1) Insular producers 
issued a certificate may request a re-
fund by executing Form ITA–361P (see 
§ 303.2(b)(5) and the instructions on the 
form). After authentication by the De-
partment of Commerce, Form ITA–361P 
may be used to obtain duty refunds on 
articles that entered the customs terri-
tory of the United States duty paid ex-
cept for any article containing a mate-
rial which is the product of a country 
to which column 2 rates of duty apply. 
Articles for which duty refunds are 
claimed must have entered the customs 
territory of the United States during 
the two-year period prior to the issue 
date of the certificate or during the 
one-year period the certificate remains 
valid. Copies of the appropriate Cus-
toms entries must be provided with the 
refund request in order to establish a 
basis for issuing the claimed amounts. 
Certification regarding drawback 
claims and liquidated refunds relating 
to the presented entries is required 
from the claimant on the form. 

(2) Regulations issued by the Bureau 
of Customs and Border Protection, U.S. 
Department of Homeland Security, 
govern the refund of duties under Pub-
lic Law 97–446, as amended by Public 
Law 103–465 and Public Law 108–429. If 
the Departments receive information 
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